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Arizona Corpmraiion Commission

DATE: DECEMBER 23, 2009 DO KETED

DOCKET NO.: E-01749A-09-0185
0502 3 2009

TO ALL PARTIES :

Enclosed please ind the recommendation of Administrative Law Judge Jane L. Rodder.
The recommendation has been filed in the form of an Opinion and Order on:

GR.AHAM COUNTY ELECTRIC COOPERATIVE, INC.
(SALE OF ASSETS/AMEND CC&N)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

JANUARY 4. 2010

The enclosed is NOT an order of the Commission. but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on

JANUARY 12. 2010 AND JANUARY 13. 2010

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602) 542~4250. For information about the Open Meeting, contact the
Exggutive Director's Office at (602) 542-3931
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EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA B5DD7~2927 /400 WEST CONGRESS STREETS TUCSON. ARIZONA85701.1347
www, azc c . qov

This document is available in alternative formats by contacting Shaylin Bernal, ADA Coordinator, voice
phone number 602-542-3931, E-mail SABernal@azcc.gov
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BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES - Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMJP

IN THE MATTER OF THE APPLICATION OF
GRAHAM COUNTY ELECTRIC COOPERATIVE,
INC. TO AMEND ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND TO
TRANSFER CERTAIN OF ITS ASSETS TO THE
CITY OF SAFFORD.

DOCKET no. E-01749A-09-0185

DECISION no.

OPINION AND ORDER

November 17, 2009

Tucson, Arizona

Jane L.Rodda

Michae l  M.  Grant ,  GALLAGHER &
KENNEDY, PA, on behalf of Graham
County Electric Cooperative, Inc.,

Jeffrey C. Zimmerman, MOYES,
SELLERS & SIMS, on behalf of the City
of Sanford, and

Maureen Scott ,  Staff Attorney,  Legal
D iv i s ion ,  on  beha l f  o f  t h e  Ut i l i t i e s
Division of the Arizona Corporat ion
Commission.

BY THE COMMISSION:

* * * * * * * * * *

1

2 COMMISSIONERS

3

4

5

6

7

8

9

10 DATE OF HEARING:

11 PLACE OF HEARING:

12 ADMHQ1STRATIVE LAW JUDGE:

13 APPEARANCES:

14

15

16

17

18

19

20

21

22 Having considered the entire record herein and being fully advised in the premises, the

23 Arizona Corporation Commission ("Commission") finds, concludes, and orders that:

24

25

26 1. On April 17, 2009, Graham County Electric Cooperative, Inc. ("GCEC" or

27 "Cooperative") filed with the Commission an application to approve the modification of its

28

FINDINGS OF FACT

Procedural Historv
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1 Certificate of Convenience and Necessity ("CC&N") and approve the transfer of certain GCEC assets

2 within an area known as the Safford Service Area ("SSA") to the City of Safford ("City" or

3 "Safford").

4 2. On June 24, 2009, the Commission's Utilities Division ("Staff') filed a letter

5 informing the Cooperative that its Application was sufficient.

6 3. By Procedural Order dated July l, 2009, a Procedural Conference convened on July

7 16, 2009, for the purpose of discussing procedures to govern the proceeding, in particular the form of

8 public notice. GCEC and Staff appeared through counsel and an attorney for the City of Safford was

10 4.

11 Proposed Notice Forms."

12 5. By Procedural Order dated August 31, 2009, the forms of notice, as agreed to by

13 Staff and the Cooperative, were adopted with slight modifications to include the details of the hearing

14 to and to conform with typical Commission notices,1 and the matter was set for hearing on November

15 17, 2009.

6.

9 also present. The parties agreed to develop a form, or fonts, of notice for the hearing in this matter.

On August 13, 2009, GCEC filed a "Request for Procedural Order and Filing of

16 On October 2, 2009, GCEC filed Affidavits of Publication and/or Mailing which

17 indicate that notice was published in the Eastern Arizona Courier, a newspaper of general circulation

18 in Sanford, Arizona, on September 23, 2009, and mailed to all GCEC members who are actively

19 receiving service in the Sanford Service Area and to the 20 property owners who hold 40 larger

20 undeveloped land parcels within the Sanford Service Area.

21 7. On October 19, 2009, Staff filed its Staff Report, recommending approval of the

22 Application.

23 8. On October 23, 2009, the City of Sanford filed a Request for Leave to Intervene,

24 which was granted on October 28, 2009.

25 9. On November 3, 2009, GCEC tiled a Response to the Staff Report, agreeing with the

26 Staff Report, but providing clarification of a few facts and providing an updated listing of existing

27

28 1 One form of notice was prepared for publication, and another to be mailed to those directly affected by the application.

2 DECISION NO.
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1 customer locations.

2 10. The hearing convened as scheduled on November 17, 2009, before a duly authorized

3 Administrative Law Judge. Mr. Steven Lines, general manager, testified for the Cooperative, and

4 Mr. Alexander Iggie, Executive Consultant, testified for Staff The City of Sanford did not present a

5 witness, but was represented at the hearing by counsel.

6 l l . Following the hearing, at the request of the Administrative Law Judge, GCEC filed

7 late-tiled exhibits consisting of the 1946 Agreement by and between Graham County Rural Electric

8 Co-operative, Inc., Sanford and the Town of Thatcher ("Thatcher"), and the Wheeling and

9 Transmission Agreement between Graham County Electric Cooperative, Inc. and the City of Sanford

10 dated December 19, 2008.

l l

12

Background

18 The City of Sanford is a municipal corporation that operates electric distribution

19 systems within and outside its corporate boundaries.

20 14. Prior to 1946, the Arizona General Utilities Company ("AGU") was the sole provider

21 of electric service within Graham County. In 1946, GCEC, Safford and Thatcher jointly acquired the

22 assets of AGU. On January 22, 1946, GCEC, SanfOrd and Thatcher entered into a joint contract (the

"1946 Agreement") whereby Sanford and Thatcher acquired the AGU assets within their respective

12. GCEC is a non-profit electric distribution cooperative, which received certification

13 from the Commission in Decision No. 33006 (April 6, 1961) to operate and maintain an electric

14 system in most areas of Graham County, Arizona. The Cooperative serves areas located south and

15 east of the San Carlos Apache Indian Reservation, but excluding areas within the corporate

16 boundaries of the City of Sanford and Town of Thatcher. GCEC currently serves approximately

17 6,200 members.

13.

boundaries, and GCEC acquired the remaining assets.

15. The 1946 Agreement had an "Acquisition Clause" which states as follows:

23

24

25

26

27

28

Sanford and Thatcher, or either, upon the annexation or extension
of their corporate limits, at any time in the future, of territory adjacent to
either of the said towns, shall be sold the distribution facilities drew
existing in any such territory and owned by the Co-op upon a
replacement new cost less depreciation basis, with no goodwill or going

3 DECISION NO.
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1
concern element considered, and in no event shall the Co-op require that
condemnation proceedings be instituted for such acquisition.

2 16. Since 1961, Sanford has exercised the Acquisition Clause in annexing several

3 portions of GCEC's certificated territory.

4 17. GCEC testified that because the 1946 Agreement was somewhat ambiguous, there

5 have been on-going disputes between Sanford and the Cooperative regarding the parties' rights,

6 obligations and duties under the 1946 Agreement and Arizona laws, the provision of service to areas

7 annexed by Sanford, and the correct interpretation and application of the Acquisition Clause.

8 Disputes involving the Acquisition Clause have twice been ultimately decided by the Arizona

9 Supreme Cou1t.2 Currently, GCEC and Safford have pending lawsuits regarding which entity has the

10 right to serve certain portions and customer loads within Safford.3 In 2005, in the currently pending

l l Graham County Superior Court case, the court issued a preliminary injunction restraining Sanford

12 from providing electric service to the Wal-Mart Supercenter located in the Sanford Service Area.

13 18. According to GCEC, the arrangement under the 1946 Agreement has led to customer

14

15

16

17

confusion as both GCEC and Safford compete to serve new customers located within the SSA.

Territorial Settlement Agreement

19. Effective January 1, 2009, GCEC and Sanford entered into a comprehensive

Territorial Settlement Agreement ("TSA") in an attempt to fully resolve all disputed issues relating to

18 the 1946 Agreement and the pending Litigation. A copy of the TSA is attached hereto as Exhibit A.4

19 20. The parties intend that the TSA will provide "...for a more orderly, mutually

20
beneficial and rational allocation of electric service responsibilities within the corporate limits of

21 Sanford as they have expanded and as they will continue to expand from time to time in the

future...."5

23

22

24

25

26

27

28

2 Graham County Elec. Coop. v Town osSa]§"ord, 84 Ariz. 15, 322 P.2d 1078 (1958)and Graham County Elem. Coop. v.
TownosSa/ord,95 Ariz. 174, 388 P.2d 169 (1963).
3 These lawsuits have been consolidated into a single case, titled City of Safford (PIaintwa'efendant) v, Graham County

Electric Cooperative (Plaintwdefena'ant) in Graham County Superior Court Case Nos. CV2005-081 and CV2005-083

(the "Litigation").
4 In the 1970s, Thatcher and GCEC entered 'into a new agreement concerning Thatcher's annexations, which agreement
GCEC believes is working well. The agreement between Sanford and GCEC is patterned alter the agreement with
Thatcher.
5 Application at 3

DECISION NO
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1 The TSA defines the SSA which is currently part of GCECs service territory. The

2 SSA encompasses the city limits, including areas in which Sanford currently provides service, and

3 certain areas in which it anticipates providing service in the near future. The legal description of the

4 SSA is attached hereto as Exhibit B.

5 22. The TSA provides that after January l, 2009, GCEC will not object to Sanford

6 connecting new customers located within the SSA. The TSA requires GCEC to seek Commission

7 approval to modify portions of its CC&N that overlap the SSA, and to transfer certain of GCEC's

8 assets to the City.

9 23. Under the terms of the TSA, GCEC will serve the Wal-Mart Supercenter through

10 December 31, 2012. If this application is approved, on January l, 2013, without further order of the

11 Commission, GCEC will transfer the Wal-Mart load and its related infrastructure to Sanford.

12 Concurrent with the transfer of the Wal-Mart load, GCEC will assume responsibility for serving the

13 Sanford Municipal Airport properties, and acquire the City's infrastructure serving the Airport in a

14 quid pro quo transaction. Because the Airport is currently within the Cooperative's CC&N (although

15 currently served by the City), GCEC does not require Commission authorization to serve the Airport

16 load.

17

21.

24. The TSA also provides that GCEC will continue to serve its existing customers in the

18 SSA as of January l, 2009, through December 31, 2015. At the time the parties entered into the TSA,

19 GCEC was sewing 682 customers within the SSA. A list of the locations that GCEC will continue to

20 serve until Januaryl, 2016,6 is attached hereto as Exhibit C. 7

21 25. On January 1, 2016, the TSA provides that GCEC will transfer to Safford all its

22 customers and electric infrastructure within the SSA. To effectuate this provision, the TSA requires

23 GCEC to file a new application with the Commission, no later than January 15, 2015. In this

24 prospective application, GCEC will request the Commission to delete any portion of its CC&N

25 overlapping the SSA, and for authorization to transfer all of its distribution assets used to serve that

26 load within the SSA to Sanford, effective January 1, 2016

27 Or Commission approval, which ever is later
At the time of the hearing, GCEC served approximately 600 customers in the SSA. Transcript of the November 17

2009, hearing ("Tr.") at 20
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26. Upon Commission approval of the 2015 application, Safford would become the sole

2 provider of electric service within the seA."

3 27. Until the final transfer on January 1, 2016 (or Commission approval), new customers

4 located within the SSA will be serviced by Safford unless Safford does not have the facilities in place

5 to serve them.9 The six-year transition period is intended to allow the parties to have time to prepare

6 for the transfer. GCEC will have the revenue stream for six years and Sanford will make any

7 necessary system improvement needed to accept the new load.

8 28. The inventory of facilities serving existing customers, and to be transferred to Sanford

9 in 2016, will be determined when GCEC files its second application in 2015. The purchase price of

10 the facilities serving the existing load will be the sum of (i) an amount equal to the replacement cost

11 less depreciation, but in no event less than $950,000 or greater than $1,250,000, plus (ii) the cost of

12 any new facilities GCEC installs after January 1, 2009 (the effective date of the agreement).10

13 29. In the future, if the City wants to expand service outside the SSA, the TSA provides

14 that Safford must give GCEC three years notice of its intent to purchase GCEC's assets used to serve

15 the new load and provides, inter alia, that the sales price will be five times the annual billings for

16 service to customers in the annexed area. Sanford agrees to utilize the procedures set forth in the TSA

17 as an alternative to condemnationll

18 30. Concurrent with entering into the TSA, the parties entered into a Wheeling and

19 Transmission Agreement under which the parties agree that GCEC will continue to provide Safford

20 with transmission services.

21 31. GCEC believes the TSA will provide electric planning and service provision certainty

22 for the affected area, and that the benefits of the TSA include reduced customer confusion, the

23 preservation of the wheeling revenue from Sanford, and avoidance of expensive and burdensome

24 litigation. Mr. Lines testified that the parties have struggled for years with the question of which

25

26

27

28

1

8 GCEC and Safford understand that the Commission considering the 2015 application is not bound by the agreement of
the parties. Tr. at 65-66.
9 If it makes more economic sense for GCEC to serve a new connection, the City will ask GCEC to hook-up the new
customer and the parties will file a borderline agreement with the Commission. Tr. at 10 and21.
10TSA at §7.
11 TSA at §5.4.

6 DECISION NO.
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1 entity will serve new customers in areas of overlap.l2

2 Staffs Analysis

3 32. Staffs engineer inspected the proposed SSA and observed the distribution facilities

4 that would be transferred to Sanford, and both the Wal-Mart and Airport facilities.

5 33. Staff concludes that the transfer of assets in the SSA is reasonable under the terms

6 of the TSA and that it is in the public interest. Staff believes die resolution of the issues that arose

7 under the 1946 Agreement and dismissal of the currently pending litigation is a benefit of the TSA.

8 34. Staff does not believe that the transfer would cause a detrimental impact to service

9 reliability. Staff recommends that the Cooperative's application to amend its CC&N and transfer

10 certain assets to Safford pursuant to the TSA be approved.

l l 35. Staff did not prepare a comparative analysis of the rates and terms of service of

12 GCEC and Sanford, believing such analysis is relevant to the 2015 application.

13 36. Mr. Lines testified that Sanford's rates were slightly less than GCEC's.13

Analvsis and Resolution

37. The TSA is in the public interest because it fairly resolves a long-standing dispute

between the parties over which entity will serve customers in and around the City of Sanford. It will

limit customer confusion and provides a roadmap for future expansion by the city of Sanford.

Approval and implementation of the TSA will also allow the parties to avoid the expense of litigation

associated with the overlapping service areas, including dismissal of the currently pending lawsuits.

The transition period allows both parties to plan for the transfer and provides that GCEC will retain

the wheeling revenues from Sanford. Finally, GCEC would be protected from Sanford using its

Powers of condemnation to acquire GCEC assets. For all of these reasons, we agree with Staff that

approval of the TSA is in the public interest.

CONCLUSIONS OF LAW

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

1. GCEC is an Arizona public service corporation within the meaning of Article XV,

Section 2, of the Arizona Constitution.

12 Tr. at 17.

13 Tr. at 25, 44.

DECISION NO.
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The Commission has jurisdiction over GCEC and over the subject matter of the

2 application

3 3 Notice of the application was provided as required by law

4 4 The City of Sanford is capable of operating the electrical assets that will be transferred

5 and of providing safe and reliable service to the customers being transferred from GCEC

The modification of GCEC's CC&N as described in the application, and at the

7 hearing, is in the public interest

8

9 IT IS THEREFORE ORDERED that the Territorial Settlement Agreement between Graham

10 County Electric Cooperative, Inc. and the City of Sanford, attached hereto as Exhibit A, is approved

11 and Graham County Electric Cooperative Inc.'s Certificate of Convenience and Necessity is modified

12 to delete the Safford Service Area, as set forth in Exhibit B, EXCEPT that Graham County Electric

13 Cooperative, Inc. shall continue to serve the Wal-Mart SuperCenter located to the east of 20"' Avenue

14 between US 70 and GM Street, until January 31, 2012; and not deleting the premises inside the SSA

15 where Graham County Electric Cooperative, Inc. currently provides service, as described in detail in

16 Exhibit C hereto, pending a future application to transfer these locations to the City of Safford

17 effective January 1, 2016

18 IT IS THEREFORE ORDERED that Graham County Electric Cooperative, Inc. shall file a

19 new application with the Commission, no later than January 15, 2015, that requests the Commission

20 to delete any portion of its CC&N overlapping the SSA, and for authorization to transfer all of its

21 distribution assets used to serve that load within the SSA to the City of Sanford, effective January 1

22 2016

23

24

26

DECISION NO
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IT IS FURTHER ORDERED that in approving the Territorial Settlement Agreement, and

2 issuing this Order,  the Commission is not bound to approve the future application to modify the

3 Certificate of Convenience and Necessity or transfer the retained customer premises, the parties

4 retain the burden of proof of demonstrating the future modification of the Certificate of Convenience

5 and Necessity and the transfer of assets is in the public interest, and the Commission shall consider

6 any such application on its own merits in the context of the entirety of circumstances as died exist at

7  t he t ime

8 IT IS FURTHER ORDERED that this Decision shall become effective immediately

9

10

BY ORDER OF THE ARIZONA CORPORATION COMMISSION

12

14

16

18

19

20

22

24

26
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1 GRAHAM COUNTY ELECTRIC
COOPERATIVE, INC.
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SERVICE LIST FOR:

2

3

4

5

6

7

Michael M. Grant
Mark Deatherage
GALLAGHER & KENNEDY, PA
2575 East Camelback Road
Phoenix, AZ 85016-9225
Attorneys for GCEC

8

9

Jefiiey C. Zimmerman
MOYES, SELLERS & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004
Attorneys for the City of Sanford

10

11

12

Janice Alward, Chief Counsel
LEGAL DIVISION
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

13

14

15

. Steven M. Oleo, Director
UTILITIES DIVISION
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

16

17

18

19

20

21

22

23

24

25

26

27
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EXHIBIT "A"

TERRITORIAL sET1LEt~m1 r~rr AGREEMENT

AGREEMENT AND PARTIES.

This Territorial Scttlecment Agreement ("this Age<:cmcnt") is interred into by and between
the City of Salf ibrd and Graham County Electric Cooperative, Inc. (the "Parties")
pursuant to the Principles as defined in Section 2.9.

2. DEFINITIONS.

2.1 "ACC" refer to the Arizona Corpmaiion Commission.

2.2 "AiIpcyrt Property" refers to the property described on Exhibit "A" hereto.

2.3 "Authorized Representative" refers to a representative designated from time to
time by a Party to work with the designatrsd representative of the ether Party and having
the authority of such Party to implement the agecments of die Parties set forth in this
Agreement.

2.4

2.5

"CFC" refers to the National Rural Utility Cooperative Finance Corporation.

"Graham" refers to Graham County Electric Cooperative, Inc.

2.6 *'Grahaln's Ccé'cN" :wafers to Graham's Certificate cf Convenience and Necessity
issued by the ACC in its Decision No. 33006 dated Apnll 6, 1961

2.7 "LawBu1'f;s" refers to Graham County Supen'or Court Cause Nos. CV2005-0081
Hlfld CV2005»--083

2.8 1946 Agreement" refers no the Agreement entered into by and between Saffurd
Graham, and the City of Thatcher and dowd January 22., 1946

. *» `» . ¢

2.9 "Principles" refers to the Settlement Principles of Territorial Issues Between
Saffcrd and Graham entered into on September 8, 2003

2. 10 "So&lord" refers to the City of Sa8cJrd.

2.11 "Stafford Service Area" ref%=ns to the area depicted on Exhibit "B" hereto

2.12 "Wa{7Mart Properly" Amiens to the property to the east of 2081 Avenue, between
US TO and 8" Street, on which the Wat-Mart Supemflenter is located

2.13 "Wheeling and Transmission Agreement" refers to the Whneeling and
Transmission Agreement Between Sanford and Graham enrteered into crmtemnpfaraneously
. - - may be amended firm time to time 4744

119436-1 I/19594098

1.
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EXHIBIT "A"

3. EFFECTIVE DATE.

4.

This Agreement shall become effective as oflanuary 1, 2009 (the "Effective Date").

PROVISION OF SERVICE WITH-IIN THE SAFFORD SERVICE AREA.

4.1 Except as otherwise provided pursuant to other provisions in this Agreement set
forth below, firm January 1, 2009 through the closing of the sale of the Final Transfer
Facilities pursuant to Section 7 herein, Sanford and Graham shall each continue to
provide electric service in the existing loads and customers tb.e Stafford Service
Area that each of them is serving as of the Effective Date.

4.2 Graham will not object to Sanford connecting new customer loads located within
the Sanford Service Ames to Safe<az~d's distribution facilities and prefviding electric service
to such new loads aler J8nu8ry l, 2009.

4.3 Customers that are receiving construction or temporary acrvicc fruwnct Graham as
of January 1, 2009 within the Sanford Service Area shall become customers of Stafford on
the date such cofnstzruction or temporary service is connected to Sa8iund's distribution
facilities. Saffcrrd shall have the right to and shall make such connections no later than
the closing of the sale of the Final Transfer Facilities pursuant to Section 7 herein.

4.4 Ii after January 1, 2009, any customer requires new or temporary service within
the sgftma Service Area, and Stafford has not acquired the Final Transfer Facilities, as
de81'xed in Section 7, and it is audcipated that Stafford w11°l not have constructed
Goznnecling distribution facilities in order 111 provide the service to the now customer, the
Parties ialgxree that Graham (and not Sanford) will, after discussions, deliberation, and
algreeunent with Stafford, proceed to install all né'é?sary facilities to timely serve the new
c>ustomer's load, temporarily connecting any such new c:ustomer's load to Gnahaux-owned
distribution fzwilities.

4.4.1. In such event, such new customer shall become a retail customer of
Grdmam and sash new customer's load shall continue fv be served by Graham
until the Final Transfer Facilities are Uransfenecl to Seiford.

4.4.2 Also 'm such event, Sanford shall reimburse Graham for Grallam's actual
cost of installing all necessary flwilities to searva such new customer's load,
including any line extension costs, but less any ¢cln11'ihuticvns that would be
payable by such customer for such facilities, at the time inf closing of the
twnsacticrn trans&:rring the Final Transfer Facilities tO Sanford.

4.5 Graham shall also serve, until the Find Transfer I-'acilities are tmggteged m~
Sa;t3b4=d, any new customer's load located vAn131inu the: Sm8B:>r<-1 Service Axes, which

~s servig¢_ from Gmelgam prior to the date ghat the ACC appl i es the
znodiE4:ation to Grl3Lham's C _@§umt to Section 8; and (ii) tefias4as to innstiead be
conn@r~>1l:ted to Say}lot'd's distribution system to be served by Saftord pending the transfer of
the Final*K ilities to saffvrd. 8 go

customer: (i) qexgqnd

10430-1 uws9»4o9v3
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4.5.1 Satibrd shall reimburse Graham for the actual most of facilities installed by
Gcnahaln, 'including any line euctensicnn costs, but less any ccxntxihtttion paid by the
customer and retained by Graham, for such aerobe to costomer$ p-mfsuam to this
Section 4.5, but in no event shall such reinxbursemnent be any greater than the
costs than the Parties agree would be inch*red by afford to connect such
customer to SaEo1d's distribution system (less any contributions that would be
payable by such customcxf

4.5.2 Stafford shall pay Graham such agreed upon costs at the dosing of the
transaction trsxmsferring the Final Transfer Facilities to Saffond

4.6 The costs incurred for and any value of  the facil i t ies and associated l ine
extensions described in Section 4.4 and Section 4.5 shall be excluded from the final
RCLD Purchase Price of the Final Transfer Facilities dehemincd pursuant to
Section 7.3[i), and instead shall be payable pursuant to Section '7.3(ii)

PRQVISION OF SERVICE OUTSIDE THE SAFFORD SERVICE AREA

5.1 Beginning January 1, 2009, Stafford shall have the right to provide electric service
'm territory outside the Sanford Service Area to customers located in areas annexed by
Stafford, provided Sanford first acquires, pm'suant to the procedures specified in this
Seciivn 5. Graham's distribution facilities used to serve loads located in such annexed

5.2 In any such acquisition of  facil i t ies by Sa8lord Bum Gnahsan pursuant to
Section5.1, Graham shall refrain any facilities necessary for Grahsurn to continue: to
provide service to its customers' loads in £u\¢a(s) Gnahaaluu will be continuing to serve
The Parties shall Maine good faith e&lorts to promptly identify the facilities to be retained
by Grnhann.

5.3 For any such Bltquisitiun pursuant to Section 5.1, Secfiklrd shall give Graham tlireo
(3) yearns' written notice of its intelnttion to purchase Gr8llmanof s electrical disil'ibutiOll
iizcilities used to serve load located in any such annexed area outside the Salffond Service
Area that Saifourd intends to serve. Graham shall file and diligezrttly pursue appropriate
requests with the ACC, the CFC, and any other hold¢r(s) of liens on the facilities being
acquired, reqtlersting (i) approval Rf the uualnsfer to 3818`01°d of title to slush facilities
(H) release of any and all liens made by Gnadmatnrl on such facilities, and (iii) authority to
discontinue retail electric service Bo the affected customers as of the anniversary of
the nolfoe. Graham shall use renascmable efforts to obtain approval by Ute ACC, CFC, and
any such lienholder prior to the third anniversary of the notice. Sal5:lord epees to assist
Grdnam in obtaining such approvals by providing a letter and testimony in support of the
approvals, iftesiimony is requemod by Gnalham or the ACC, at Saff'ord's own expanse.

10430-11/19

5.4 The pznzstmase pace paid to Graham for any such facilities anquirewzi by Sa18%urd
pursuant to Section 5.1 sh»aLIl he Eve (5) times the annual billings fur service to customers

the 4 (such billings Te be determined by reieawnce * j < 3 = m , =  g
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which Graham shall make available to Stafford, and which Satibrd may audit at its sole
expense) based upon the weal amount of ail ACC authorized items 85rd chargers shown on
the last twelve monthly bills for each customer in the annexed area, with the last of such
to¢lve Irlonthly bills to be the last one that was sent at least thirty days before the third
anniversary of the notice

5.5 In the event Graham adds facititics in the territory after Seffcrd has given the
written notice pursuant to Section 5.3 and prior to acquisition, the fornnrula set forth in
Section 5.4 shell be used to detenninc the purchase price of such facilities, and in the
event such faciiides have not been `u1s1ta11ed for one full year prior to acquisition, a full
year of service and billings for the customers being served by such additional facilities
added in the annexed area shall be developed to determine the purchase price based upon
proration cf available service and billing data. For service to any cuatomcr(s) being
sawed by such additional facilities added in the annexed acer to whom no monthly bill
has been sent at leM thirty days before the third amiiversaxy of the notice, the Parties
will, within thirty days after the closing date, calculate and agree on the additional
purchase price of the added facilities for such customer(s) bcscd on a proieted year of
billings for such customcr(s), and Seffcrd shall then pay Grieheln such additional
purchase price amount within thirty days after the Paihes agree on the calculation

5.6 Subject to receipt of necessary reguiatciry and other appmvajs necessary to sell
such facilities to Sanford, the schczdulcd closing date far the transfer of any facilities
ptuxsuant tn Sections 5.1 through 5.5 shall be the third anniveirsalry of the date the notice is
given. The rum: and substance of-any transfer documentation for the transf¢r of such
facilities shall be xeascmably satisfactory to bofrh Parties and shall warrant that such
facilities and associated real property `u1te~rests axe being conveyed free and clear Rf any
monetary liens

5.7 In the event, for any rcascm, Graham has not obtained appmvd firm the ACC
CFC, or any cither person or entity holding a lien made by G'raMam on Graham's portion
of the facilities to be transferred pursuant to sections 5.1 thxnugh 5.5 prior to the third
anniversary of the dau: notice is given pursuant to sects _by _
m l t i l j e 91osi;xg_of the sale of the facilities being acqgigggl, a fee .emu .
rate (11 Dollars per kWH}?1ual to é._ ¢~rm\l\--*M wheeling was (in Dcl!lars pe r  k ph)
réiliipljggl by aLl z__13gnrlQ:11y r̀ él"taT electric sales in lE'WHE>f Graham's Custnnzer accounts
Starting as of such third t£n§1 "§:E'lli€l_i1oti¢E,M cus1)og;;§r_3_s¢1ved boY the facil i t ies

on 5.3, Graf lam shall _by Safibxd
to the prndutzt of a

5.8 Saffurd shall, as the sole alternative to using its Powers of condemnation, use the
method set fonih in Sections 52 to 5.7 for the purpose of expanding its electric system
and electric aervives beyond the Sa8lord Service Area.

5.8.1 However, nothing cmtained herein shall (i) bar Saffcrd fmunl increasing its

municipal boundaries pursuant to lawful annexation of properties, or (ii) limit the
right of Saffbrd to exercise its powers Rf condemnation 4

I 9430-1 UI9594090
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5.8.2 If, hcrwever, Sa8'ord chooses in proceed by cundernnraiiurl against Graham,
Graham shall not be limited in such proceeding to the determination of a value tor
its facilities as specified 'm this Agreement, including without limitation the
formulae set forth in Sections 5.4 and 5.5.

5.9 Grahiam will not object w Sanford expanding its distribution system outside of
(a) the Ss1¥ot~d Service Area or (b) any area whore Sanford has squired farailities and
service rights pursuant to Sections 5.1 timruzgli 5.5 if such expansion is solely Ear
reliability purposes, innereoniniects with electric facilities of Graham in aecordanoe with
the Wheeling and Transmission Agreeinnent, or with the Town of Thatdier, and so long as
such facilities serve no retail eleet1'1'c distribution load that is not within either (a) the
Saffbuid Service Area, or (b) any area where Sanford' has acquired facilities and service
rights pursuant to Sections 5.1 through 5.5.

5.10 Subject to: the provisions of Section 8.5, the 1946 Agreement is hereby
:erm'mn:edL

INITIAL TRANSFER DATE AND 1]~{[T[A_L TRANSFER FACILITIES.

6.1 Electric service to the electric customer' loads of the Airport Property shall
continue under existing arrangements until the Initial Transfer Date, as defined in
Section 6.2, so that until the Initial Transfer Facilities, as d¢i§iNe:d in Section 6.3, are
exchanged betwtasan the Parting, Saflbwcl will receive and pay for retail electric service
from Gwraham, as measured by a master lefter, and may resell the bovver tv individually
metered customers. Gralmnann shall ecmtrinue to provide selves¢t°= to the Wa.l~Mart Property
until the closing of the sale of the Initial Transfer Facilities.

6.2 On December 31, 2012 ("Inida,l Transfer D81e"), or on such later date as may be
raquircd pursuer to Se=:'tio»n 6.7, the Parties shall sirmaltaneously enter into the following
exchanges and transfers, earth of which shall he conditioned upon and in consideration for
the other:

6.2.1 Lu exchange and consideration for the transit described in Seddon 6.2.2,
Saffozd shall purcchaae fxmunn GraLhan1, and Graham shall sell and convey to
Saiibrd, Graham's distribution flaxcilities, and its read property interests concerning
swash distribution facilities, used in providing elwuic service to the W8l-M8rt

Propelrtyg and

62.2 In exchange and consideration for the tmauxsfer described 'm Section 6.2.1
Graham shall purchase iilolnn Saftord, and Sanford shall sell and convey to
Gratiam, Safe%md's distribution facilities, and its real property i11terr8¢stS ¢Dnc2Im°I1g
such distrihutian facilities, used in providing electric service to the Airport
Property

19439-11/1959409v3
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6.3 Thus Wat-MM Properly and Airport Property facilities and associated real
pmpeny interests are collectively referred to as the "Initial Tu=3n:scE%rr Facilities." Tile
Authorized Representatives of the Parties shall identify and agree upctn the specific
facilities that are Initial Transfer Facilities no later than December 31, 2011.

6.4 On or before January 15, 2012, Graham shall tile appropriate requests with the
ACC, the CFC, and any other hnlder(s) of liens on Graham's portion of siGh Initial
Transfer Facilities, requesting (i) approval of the transfer to Sanford of title to Graham's
portion of the Initial Transfer Facilities, (ii) release of any and all liens inaaide by Graham
on Graham's portion of the lniitial Transfer Facilities, and (iii) authority tn discontinue
retail electric service to the affected customers as of the Initial Transfer Date. Graham
shall use naasanable efforts w obtain approval by the ACC, CFC, and my such lienholder
prior to the Initial Transfer Dare. Sanford agrees to assist Graham in obtaining such
approvals by providing a letter and testimony in support of the approvals, if testimony is
requested by Graham or the ACC, at Sattlord's own efxpenrse.

6.5 In the event, for any rawson, Graham has nut obtained approval from the ACC,
CFC, or any other person or entity holding a lien made by Graham on Grahaz:t1's portion
of the Initial Transfer Facilities prior to the Initial Transfer Date, Gnalnwna shall pay
Sanford a fee equal ro the product of a rate (in Dollars per kph) equal tn the then cm°rent
wheeling rate (in Dollars per kph), multiplied by dl monthly retail electric sales in kph
of Gnahaln's customer arxzolmts, starting January 1, 2013, for c=118»non1ers served by
Grahalzl's partibn of the Initial Transfer Facilities.

6.6 Such payments to Sa8urd shs11 continue until Graham obtains appwvlil firocun the
ACC, CFC, or any other lienholder, or, 'm the event of CFC or otlwr lieauholder appwavd
delay, Graham provides an alternative to lien release satisfactory to Sanford and Graham,
such as collateral or 'mdenmily

6.7 Safllnd and Graham shall close the s8Ie of the Initial Transfer Facilities within ton
(10) days 8liT&r Graham provides notice tdnat it has either obtained the approvals and
releases required by Section 6.4 or that it has provided satisfactory alternatives as
described in Section 6.6, but not sooner than the MM Transfer Date. The form and
substance of any Transfer documentation for the transfer of Initial Transfer Facilities shall
be reasonably satisfactory to both Parolee. and shall wnn'ant that such facilities and
associancd real property interests are being conveyed free and clear of any monetary liens
EachParty shallpayhalf of any escrow or related costs, charges, oft fees,if any

FINAL TRANSFER DATE AND FINAL TRANSFER FACILITIES

7.1 Effective as of December 31, 2015, or UpcrN the clasiug artthe Zak. of the Final
Transfer Facilities pursuant to Section 7.8, whichever is later, Snfford shall become the
sale provider of electric service within the Stafford S¢rvice Area

1043941/19594098

7.2 On December 31, 2015 ("Final Transfer Date"), or on such later date as may be
required pfulsuant tn Saetion 7.8, Saffbnd s»ha11 purclmsse Enos Gu8v1I8LtI\> anus Graham sh8l1
Sal! and we ind.(̀.ina5ham'sdistribution t8¢i1iu¢ = 3 9 ' = " 'mtmsm

4 Pogo 6
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comzeming such distribution tiarailitics, used in providing electric service to loads existing
within the So&lord Service As:e=a ("Final Transfer Facilities"), and any such distlilnrutien
facilities that may be installed by Graham within the Snllihid Service Area pursuit tn
Seclians 4.4 and 4.5. The Authorized Representatives of the Parties shall identify and
agree upon the specif ic facil ities that are Find Transfer Facilities no later thwuu
November 15, 2014.

7.3 The total purchase price for the Find Transfer Facilities and fear any distribution
facilities instnllsd by Graham pursuant to Sections 4.4 and 4.5 shall consist of the sum oN
(i) an amount equal to replacement cost less depreciation ("RCLD") of the Fin81 Transfer
Facilities as of the Final Transfer Date, but in no event to be less than $950,000 or greater
than 81,250,000 ("RCLD Purchase Price"); plus (ii) any amounts payable by Sa§Qtld
pursuant to Sections 4.4 and 4.5 and as set forth in Section 4.6.

'7.3.I RCLD as used hex.¢lm shall mean a valuation of such distribution facilities
derived by using estimates of the cost to replace such tiwilities with iiuxililies of
sinnilaln productive eapazaity as of the valuation date, less the depreciation, which
shall be determined in accordance with generally accepted accounting principles,
that has aecunlulated on such esdstilng facilities based on the ttwansiiexzing party's
service records, extending such depreciation rtxlnowgh the valuation date.

7.3.2 Gresham shall provide Stafford with its estimate of the RCLD Purchase
Price no later than November 15, 2014, and the Parties well wcrrk in good faith no
agree on the RCLD Purchase Price prior to January 15, 2015.

7.3.3 I n the event the Parties are unable to agree on the RCLD Purchase Price
and are therefbm in dispute as to the RCLD Purchase Price as of January 15,
2015, the amount to be deposited as the RCLD Purchase Price pursuant to
Section 7.4 shall be the midpoint between the estimate derived by Graham and the
estimate derived by Sanford, but in no event sh8L1l such amount be less t31an
$950,000 nor gwaOer than $1 ,z50,000.

7.3.4 If the midpoint is used for the deposit and either Party is dissati$5ed with
using the midpoint as the RCLD Puss-base Price, either Patty may refer the
derivation of the RCLD Purchase Pficc for resolution purslsnaalt tn the dispute
resolution process set forth in Section 11, with the arbitratoria) required no resolve
the final RCLD Purchase Pn'ce prior to the Final Transfer Date.

7.4 No later than January 15, 2015, Sanford shall deposit into an escrow account at a
banudl, escrow company, or other similar institution of Sanford's choice, the RCLD
Punwchlase Price for the Final Transfer Facilities determined pursuant Rx; Sectlcn 7.3. Any
interest accumulated in the eschew account prior Eu the Final Transfer Date shall belong
to Stafford, and each Party shall pay half of any escrow or related cesrls, charges, or lines.
Any arnoamt Gfsunh deposit not needed as part of the final RcLD 1 Price shall be

1-0430-11J'l9594U9V'5
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refunded to Stafford at the close of the sale of the Final Transfer Facilities. Any
deficiency in the amount of ion funds deposited with respect to the dual RCLD Purchase
Price shall be paid by S8f38brdto Graham ax the closing of the sale of the Final T1-.ansfer
Facilities.

7.5 On or bmfole January 15, 2015, Graham shall file appropriate requests with the
ACC, the CFC, and any other ho1cler(s) of liens on the Final Transfer Facilities,
requesting G) approval of the tracusfer to Sa8IQ1ci of title to the Final Transfer Facilities,
(ii) release of any and all lie-:ns made by Graham on the Final Transfer Fasiljties, and
(iii) authority Ia discontinue retail electric service to the felted oustctmers as of the
Final Transfer Data, Graham shall use reasonable e&nrts to obtain approval by the ALCC,
CFC, and any such Iierlholder prior to the Final Transfer Date, Sanford agrees Tb assist
Graham in obtaining such approvals by providing a letter and testimony in suppuft cwt the
approvals, if testimtzmy is requested by Graham or the ACC, at So:EEord's own expense.

7.6 In the event, for any reason, Gnalxam has not obtained approval Num tin: ACC,
CFC, or any crusher person or entity haNding a lien maNe by Orphan on the Pima! Transfer
Facilities prior to the Final Transfer Date, Graham shall pay Safford a fee equal no the
prndmwt of a rate (in Dollars per kph) equal to the thancurrentwheeling rate (in Dollars
per kph), multiplied by all monthly retail electric sales in kph of G4r8h1ann's customer
accmuuts, starting January 1, 2016 fur customers served by the Final Transfer Facilities
and any mlswmers served pursuant to Section 4.4 and Section 4.5.

7.7 Such payments to Saffbrcf shall continue until Graham obtains approval firm die
ACC, CFC, or any other lienholder, or, in the event of CFC or other 1ien~ho1der approval
delay, Graham provides an alternative to lien flense satisfactory to Seifntd and GI8Lh&m,
such as collateral or indemnity.

7.8 Within ten (10)days after Graham provides nutise that it has either obtlaimed the
applurowis and releases required by Sectixan 7.5 Ur that it has prcmld€d satisfactory
ahrzmarives as described in Section 17, but not sooner than the Final Transfer Date,
Snfibrd and Graham shall notify the escrow agent of the final RCLD Purchase Price
prlrsuantxt ts Section 7.3 and shall close the sac of the Final Transfer Faciliti¢s. The form
and substance of any txcanmfer docurnenration for the transfer of Final Transfer Facilities
shall be reasonably satisfactory to both Parties and shall warrant that such facilities and
associated real propertyintenesix are bing conveyed 'flee and clear of any monetary liens

ACC APPROVAL TO MODIFYGRAHAM'S CC&N

mac-11fI9S94U§v3

8.1 Within 120 days seller execution of this Aglmemment, Graham shall tile 'witwil the

ACC, and shall ha: diligently pmuasecute, an applicant-ifm to: modify its CC&rN m exclude
Enos its savior territory the Sarffnrd Service Area. In the application pucucess, Glen
will ahs<u notify the ACC of the reservations and pnnriainans herein relating pucincipally to
(i)G1ulJ1ama'sconti1mingsefvice 'mthv:periodspminr totheI:1itiad Tlgnsiiarpwa andpgn
Tnemsfir Date; (ii) the llvlansiiazr of the Iunitilad TIamusiier Facilities and Final Transfer
Faailiticsg and (iii) the interim service alrrauugemenls dlesctibed in Se1=Eian

Page s
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8.2 Saftord shall assist Gnahann in obtaining this ACC approval by providing, at
'S8iTord's sole expense, a letter and terstitnony in support of such ACC approval, if
requested by Girshann or the ACC

8.3 If requested by the ACC, Saffcvrd agrees to provide a legal description of the
Safibrd Service Area at its expense

8.4 If requested by the ACC, the Parties sl1la11 work eoepematively to provide a
desc1rip1:ion of the areas sawed by Graham with the Mid Transfer Facilities and the
Fined Transfer Facilities

8.5 If the ACC has not by written under approved such modification to G'n8»hann's
CC&N by June 30, 2010, the Pwarties will cooperate and work together for an additional
180 day period to attempt to resolve any issues or concerns the ACC may have raised
and/or to otherwise effectuate ACC approval of modification to the CC&N. If, by the
and of that additicmual 180 day period, the ACC has not by writnon order approved
modification to Grlaham's CC&N, and the Parties Mic not g,gr§__c8i__tQ_1i1;ther
=*¢'=t1=i the Petivd w c:oq;inue_wg_»:i.<;i;;g, t<>-§<=_hiqv4¢ AGG_4@4r9:/.4 the . l.Sl%§_-49=¢rn¢nt

as como @544 #rel s§i_n§¢§t4d
8.6 In the event the 1946 Agreement beonmes eifetative and reinstated pursuant to
Section 8.5, the Parties agree No inform the Grantham County Superior Court in the
Lawsuits Qr such reinstatement, and either Party may petition the Court to resmne its
proceedings in the' Lawsuits. In the 'event the 1946 Agreement becomes effective and
reinstated pureuaatt to Section8.5, the Parties hereby agree that any applicable statute of
lim adons, mute of nepotse, or other applicable time limitation governing or relating tn

any of the claims or causes of action that were oft could have Men noised in the Lawsuits
or that relate to the subject matter of this Agreement, shall be and hereby are tolled and
shall not expire until the years after the date the 1946 Agxleernent becomes effective and
reinstated.

8.7 Lf and when the ACC approves the modification to Graham's CC&N pursuant to
Section 8.1, the Parties will promptly take such actions as are necessary to have the
lawsuits dismissed with prejudice, with each Party to bear its own costs and attorneys

CONDITION OF AND RES1'ONSIBILITY FOR THE TRANSFER FACILITIES

9.1 Each Party sbadl auccceprt the Initial Transtiéa' Facilities, the Final Tnamlsdiaar Facilities
amdan,ya81»erii=1ci1i1iesu:ansfenedp1n:suantto See=ti4:4|15,andtheassocia1naed conveyed
resnlpwpelrty intercsts, AS IS andWI-1EREIS,as¢:f the i;t1itidTransE:rDae, the Final
Transfer Date, and the date of 1ransfe*r of other! fiastrilitia pulrsuazat tn Section 5
respectively; pxuvided that the conveying Party shall maintain its facilities that are subject
to sale andt|'i:nns£u'hse11e¢\1r1rmderinaecoz(dancevvitl1staunmdnn:1:lutilityprulwtice intheperriod
prior Kr the sale and txwazzsfer of any such facilities 8 ?

w430~11/1959409\f3
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9.2 Whenever any facilities and xespectivc associated xveai prcvperriry infrerests are
transibned and conveyed pursuant to Sections 5, 6, and 7, the selling Party shall no
longa hold any right, title, or interest 'm such tranxfewed facflitics and assr>c5atzd real
property ̀ mte=f1ests.

9.3 Further, whenever any facilities and respective associabeti real property interests
are Uwnsflsned and conveyed pursuant to Sections 5, 6, and 7, thy purchasing Party shall
than be 9r8ldy responsible for: (i) providing electric service to the cusuaunews ccmuected
to such crsnstiarred facilities, and (ii) all right, title, interest, operation, maintenances, and
disposition of such transfenvad facilities and associated read prcspeny futemsts.

10. EASEMENTS.

10.1 The Parties agree thwart easements required by a requesdn8 Party Mm the other
Party to enable the requesting Party to perform in azcondance with the provisions of this
Agreement shall be made available to the requesting Party without nnldue cost or delay by
the other Party. Each Party agrees to be reasonable within standard utility practice with
respect to the locations it requests for such easements in the service territory of the other
Patty.

10,2 Any easement thwart has been glrnluted by a Party to the other Party shall not be set
aside by the granting Parry so long as the other Party requires such easement to provide
Iziecttric service in its service renitory prrrsuant to this Agneexnent .

11. ALTERNATIVE DISPUTE RESOLUTION.

11.1 Any question, dispute, or controversy (a "disptlte") arising out of or relaid to the
terms ad/or subject matter of this Agreement shall be submitted in writing by the
Attthomized Representative of the disputing party to the Authorized Representative of the
other Pay. The Authorized Representatives shall attempt to resolve any such dispute
within fiiieen (15) days of such submittal and presentation.

11.2 In the event the Authorized Representatives are unable t<> resolve the dispute
such fiiiseen (15) days, was disprutae shall be submitted by the disputing Party to

arbitration and resolved in accordance with the arbitration pracedmes set forth as. follows:

2

10430-x ur959409~»-:4

11.2.1 The Authorized Repiesentntives shall attempt to agree on the sclecticm
retention, and appointment of a single neural itxdepbmndent arbitrator with
expertise iN the area Qr the dispute, within Win (10) business days 8861 expiration
of the fxfieela (1.5) day resolution period in Serration I1.1 above. Time cost Ctfsuch
srbagle arbitrator shall be shared equally by the Parties. If the Parties iii fl to Ag-ree
upon a single arbitrator withliln that ten (10) business day period, each Party shall
choose Ana arbitrator within the next Eve (9 business days vvhb shall sit on a
tinge (3) member arbitration panel. S81T;n'd shall retain and provide are arbitrator
at its soleexpense and Graham shall retain and provide one arbitrator at its sole
expeqnwe. Those two arbitrators bali select and remain a third inidependem
arbit1m»c>_1,_j.vhu shall chair the arbitration panel_ The ¢xpen :iated to the third

. 6 m
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independent arbitmtnr shlall be shared equally by SaEtlord and Gresham. In either
case, the arbitrators shall not have any current or past substantial business or
financial relationships with any Party to the arbitration (except prior arbitration]

11.2.2 The arbitrato1'(s) shall conduct an arbitration of the dispute within twenty
(20) days after appointment (or such shorter or longer time as agreed upon by the
arbitrator(s) and approved by the Parties). The arbitl°ator(s) shall provide each of
the Parties with the opportunity to be heard and, except as otherwise provided
herein, shall generally conduct do arbitration in accordance with the Commercial
Arbitration Rules of  the American Arbitration Association and applicable
substantive law. Except to theextent it would be contrary to or inconsistent with
the provisions herein, the provisions of ARS. §§ 12-1501 et seq. shall apply, If
theme is a tlanee member panel other thalia a single arbitrator, the Powers of the
arbitrators, including the power to issue rulings on the merits of the dispute, may
be exercised by a majority

11.2.3 Unless otherwise agreed by the Parties, die arbitrator(s) shall rencler a
decision within thirty (30) days following the arbitration, and shall notify the
Parties in writing of such decision and the reasons for it, but without the necessity
of detailed findings of fact and conclusions of law. in the discretion of the
arbitr8tor(s), the ruling may include an award of the prevailing Party's costs and
reasonable atlsomeys' fees against The other Party. The decision of  the
arbitratolfs) sh81l be Final and binding on the Parties, and judgment on the award
may be eutewed in any com having jurisdiction. The decision of the arbitratozis)
may be opposed or modified in aocordanw with and for the reasons set forth in
A.R.S. §§124512 811d 1513

12. SPECIFIC PERFORMANCE

In addition to such other remnexiies as may be 8vailabla under applicable law, the Parties
acknowledge that the remfvdies of specific pexfurmancc and/or injunctive relief shall be
available and proper through an arbitration proceeding pursuant to Section 11 'm the event
any Party fails or refuses to perform its duties hereuudm:

13. AUTHORITY FOR THIS AGREEMENT

13.1 GraMs and Sa1Hbrcd each represent and warrant that the person signing this
Agreement an its behalf has full charity to execute: this Asvwneni, Ami that it has taken
an action necessary or appwpdate under applicable law and the organizational
docmnentfs of such Party to nmakb this Agxefenaerlt the valid and binding obligation of such
Party, endkmrceable 'm accordance with its terms

13.2 Graham represents and warrants that i t  is an Arizona non-pwi i t  electric
cooperative that was iwzorporated in 1945 and is duly Rmrnaed, validly existing, and in
good standing p1n°.9u8rrt to the laws of the State of Arian fa and the full power and
authority to enter irlw this Agreement Q842

10430-11/19594098
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13.3 Stafford represents and warrants that it is an Arizona municipal corgfmration duly
fanned, validly existing, and in good standing pursuant w the laws of the State of
Axrizocna and has the full power sind authority to enter into this Agreement.

14. ENTIRE AGREEMENT.

Together with time oontempofaneously executed Wheeling and Transmission Agreement,
this Agreement constitutes the entire agnreerment between the Parties with respect to the
subject matter hereof, and may be modified AMy by a written insumuneni signed by the
partieshereto.

15. EXHIBITS.

Each Exhibit idsnrtiimd in and attached to this Agneemuent is hcrweby incorporated 'm and
naalde apa1'tof thisAg1*e¢rr1e1rtasifsdfacrtl'1initse11ti1etywherewerrcile11e1maudlmthis
Agneemunt,andnnmvbemodificdorneialaeedbya substia1ae Exhzibit anlyupcmtbc
mutual agxleenurxent of both Harries evidcsueed by their signatures on the suhsdane Exhibit
togcrthcr with ide=ntiEm5un of the prior Exhibitandthe effective data of substitution.

16. COOPERATION IN TRANSFER OF RECORDS AND SERVICE.

Each Party shall promptly ooopwwe with the Maker patty in all reasonable iespeets to
provide for a smootii and unimcn-upted txtmsition of electric service ii each customer
adikcrted by this Agreement, including within limitation by providing the otlaelr Party
customer lists, addresses, billing informatics, load histories, and othlefz* relevant aocotmt
inforznaiion necessary or convenient to facilitate the accurate identification of all
customers atlrbmd, the delivery by the Panties of notices of the Urillnsiticin, and the

provision of continued and uninnemzpted electric service to all such customers.

17. NOTICES.

Any notice or other written communication to or upon Sanford or Grslham pursuant to this
Agreement shall be deemed properly madeandreceived if xnelde in writing and addressed
to the petsean(s) ad address(es) for Stafford and Graham set £11191 below, and shalt be
effective (i) three days aRea it is deposits and post~rnarked~with the Um'tcd States Postal
Service, pesmge prepaid, rem receipt requested, or (ii) upon hand deliveqr°

If it Graham:

General Manager
Graham Jaunty Electric C0open&tive, Inc.
9 West Center Stwei
Pima, Arizona 85543

623
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EXHIBIT "A"

With a copy to:

Michail. M. Grant
Gallagher 8:Kennedy, PA.
2575 East Camelback Road # 1100
Phoenix, Arizona 85016-9225

If t0_SaH'0r'd:

City Manager
City cf Saiifcrd
717 Main Street
888<35 Arizona 8554S-0272

With copies tn:

City Attorney
City of Saffold
717 Main Sweet
Safibrd, Arizona 85548~0272

KR. Saline & Associates
160 North Pasadena, # 101
Mesa, Arizona 85201-6764

Routine correspondence regarding nuamwal disclwssions, negotiations, detiberscticmns,
111=l1m¢€i<1lns, or opaatians may be male by eiezctrufnic mil. ftlubsimile, telephone, Er such
mm means as the Parties may mutually demeanmline 'drama time to time in hzzihemnce of
efficient, effective, and uoapenariive cornmunicatitm.

18. UNCONTROLLABLE FORCES.

No Party shall be considered to be 'm default in the perfOrmance of its obligations
hereunder when a delay in or failure of pemfornnanee shall be due to an Unoonizollable
Force. The term "Una:ontrollable Force" shall mean any cause beyond the reasonable
control of the Party affeeteld, whirdt by exercise of due diligence such Party could not
reasonably have beenexpected Bo avoid, and which by exesrcisa of due diligence it shall
be unable to overcome, including but not restricted to Failure of facil ities, Hood
elarll:lquake, stone, fire, lighlmia8, epidemic, war, riot, civil disturbance or disobedience,
labor dispme, shortage of labor, fuel, transportation, or material, sabotage, regulation or
restriction imposed by govemmeanal or lawfully established authlrnity, or restraint by
court order or public authority. Nothing contained, hleliein shall be ccmstmed to reqiNre a
Party to settle aiugf strike or labor dispute 'm which it may be involved. Any Party thlnut
fails to flll'dll any of its obligations heirmmder by reason of an Uncontrollehle Force shall
give prompt notice, followed by written nortioe of such fact to the other Party and an
estimate, if possible, of when the Party claiming the Uncontrollable Fottioe believes in
good faith that the Uncontunollable Force will end and that peniozmance will reiurne. The
Party clainning the Uncontrollable Force shall exemisfa due diligence to iesufmue the
performance of such obligate:ion(s) with all reasonable dispalx:h. y

10430-1 UI959409V3 pa is



DOCKET NO. E-01749A-09-0185

19. 8INBING ON SUCCESSORS AND ASSIGNS

It is inwmied. that all of the provisions of this Agreement shall inure so firm bc:ne5t of and
shall be binding upon the Parties hereto, their legal representatives, successors, and
assigns. Neither Party shall transfer or assign all or any portion of ins rights or
obligations under this Agrelemant without the prior written consent of the other Party
which consent shall nut be mnneasonably withheld at delayed

20. TIME OF THE ESSENCE

Time is of the essence with respect to the performance of all terns, fltiveuaants
conditicms, and provisicr of this Agreement. If. the date Ur deadline for any justice, act
or event required or ocrnteznplated by the terms of this Agreement falls on a SaUnwday
Sunday, or legal holiday, such :Late or deadline shall continue :war to the next f̀ oi1ow1'ug
day that is not a Saturday, Sunday, or legal holiday

21. COOPERATION

The parties hemerta shall execute, acknowledge, and deliver such other instruments and
documents as may be necessary or appropriate to carry out the full intent andptrrpose of
this Agwezcment.

22. ARIZONA LAW GOVERNS

This Agreement and the rights Rf the parties hereto shall be intelprtWed, govcru¢d, and
construed in accordance with the laws oaths State of A1iznn8

23. WAIVER.

Either of the parties shall have the right to excuse or waive pemtbrmartce by the other
party of any obligation under this Ageetnent by a welting signed by the Party so
excusing or waiving. No delay in exercising any right or remedy shall constitute a waiver
thewai and no: waiver by either P8117 of the breach of any ptrovisitm of this Agreement
shall be construed as a waiver of any preccrdisng or succeeding breach of the same Ur any
cither revenant or condition of this Agreement

24. COUNTERPARTS

This Agreement may be executed in any member of cuunauerpmts, each of which shall be
an original, but all of which shall constitute we and the same inzitrumeut

This Agreement shall continue and remain in effect in perpetuity, unless and until it is
modified car Eermillatedby mural written agreement of the Parties.

104394 V1959 Page 14
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DOCKET no. E-01749A-09-0185

EXHIBIT ¢¢As9

be, INTERPRETATION.

This Agreement is the result of negotiations between the Parties and, accordingly, shall
not be cxmstrwed for Ur against any Pally regardless of which entity dswfhed this
Agmcment or any portion thewoil

27. CQNFLICT OF INTEREST.

Notice is hereby given of the provisions ofA.R.S. §38-511.

IN WITNESS WHEREOF, the City of Safitbrd and Graham County Electric Cooperative, Inc.
have caused this Tenitorid Settlement Agreement in be executed, attested, and delivered by their
respective duly authorized executives.

By*

Name:

CITY OF sAFFonn

r

Date : f a119109
/v

Title:

_. 1
< J

>m6LlJ

M/izz ATTEST By' I'Qi8/W6n .
City Clerk

APPROVED AS TO FORM'
I

B!/1 21
Mayes, Sellers _- Sims,
Spociad Outside Counsel

-'f~O»¢--»Q~==.-._

!

GRz9l.B:AlM COUNTY ELECTRIC COOPERATIVE, INC.

By: . - §?4".¢{Fa4-4 ' } '¢z¢ .=__L. _ _ _  D a t e :

Name: . £ 5 ' f :4 /4 '- .494 /3¢= 'A ' r  44 '18 .9  W

Title: 844=»==1.> I824.5

I & ~ / 8 " - 4 8 "

ATTEST By 8444

104384 vz9s94asvs P44 is
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GRAHAM ¢ounTy ELECTRIC COOPERATIVE, INC.
DOCKET ND. l8-g1'74gA-(19-01 as
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DOCKET NO. E-01749A-09-0185

EXHIBIT "B"

SERVICE BOUNDARY DESCRIPTION:

A boundary description for the Municipal :Electric Utility Service Area of the City of

Sanford, Arizona, encompassing all or portions of Sections 5, 6, 7, 8, 9, 16, 17, 18, 19, 20,

29, 30, Township 7 South, Range 26 East AND Sections 12, 13, 24, Township 7.South,

Range 25 East, all. of Gila and Salt River Men'diall, Graham County, Arizona, said

boundary being more paitioularly described as follows, .

COMMENCING at the Northwest ccwmer of said Section 6,

Thence South 00° 02" 48" Went, along the West line at said Section 6, a distance of

2,239.79 feet to a point of illterséection of said West line and the approvdmate centerline of

1116 Gila River be hug a curve concave to the Northeast and the POINT OF BEG]NPUNG

of said boundary;

Thence Southeasterly along said Gila River appraxixnate centerline, being a curve to The

left,-having a chord bearing of Soud'l 66° 56' 09" East, a distance of 6,564.66 feet, a
radius of 10,856.29 feet, and a central angle of 35° ll' 49" for all arc distance of 6,669.03

feet,

Thence continue along said centerline South 82° 3'7' 14" East, a distance of 4,534.80 feet
to a Point of cuwattlre of a curve concave to the Scmthwcst

Thence Southeasterly along said centerline, along said curve to the right, having a chord

beaxfng of SoUth 56° 44> 25" East, a distance of 4,543.12 feet, a radius of 5,508.17 feet,
and a central angle of 48° 42' 40" for an arc distance: of 4,682.88 feet to the northeast
comer of the current City of Sanford City Limit boundary, and due Center-East Sixteenth

Comer of said Section 9

Thence leaving said Gila River centerline, South 00° 02' 13" East, along the eastern City
of Safilc>rd's City Limit boundary, being adjacent to the East Sixteenth line of said

Sections 9 AND 16, a distance of 5,278.64 feet to a point of interseeticin with the Union

Canal being the Center~East Sixteenth Corner of said Section 16

CITY QF SAFFOPJJ ._ GBomA"ncs DIVISION
10430~1:vz13ss01

WORKORDERNOZ 09.0181
PAGE I OFF
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DOCKETNO. E-01749A-09-0185

EXHIBIT "B"

Thence along 'said Union Canal, North 89° 38" 26" West along the East-West Mid- .

section line of said Section16, a distance of 3,921-38 feet to the West Quarter Comer of

said Section 16,

Thence South 00°.15' 29" West, along the East line of said Section 17 a distance of

2,635.04 feet to theSoutheast comer of said Section 17, .

Thence South 00¢ 14' 30" East, along the East line of said Section 20, being adjacent Te

Walker Lane, efdistance of 4,905.90 feet to a point of intersection with doe approximate

centerline of Hue Highline Canal,

Thence along said Highline Canal approximate centerline the fcbllowing twenty-eight (283

courses: .

Thence North 75° 56' 45" West, a distance of 68.33 feet to a point of curvature of a curve

concave to the Southwest,

Thence Northwesterly, along said curve to the 1(;1°L, having a chord bearing of North 79

33'.45" West, a distance of 73.48 feet, a radius of 397.86 feet, and a central angle of 10°

35' 50" for an arc distance of 73.59 feet to a point of curvatmue of a cu1*v'e concave to the

Southwest

Thence Northwesterly, along said curve to the' left, having a chord bearing of Noiih 80

32' 16" West, a distance, of 75.19 feet, a radius of 3,328.84 feet, and a central angle of

01° 17' 39" for an are distance of 75.19 feet to a point of curvature of a curve concave to

the Southwest

Thence Northwesterly, along said curve to the left, having a chord bearing of North 81

38' 03" West, a distance of 163.39 feet, a radius of l,]86.43 feet, and 'a central angle of

07° 53' 47" for an arc distance of 163.51 feet to a point of curvature of a curve concave

to flue Northeast

worm ORDER No; 09-0181CITY OF SA.FFORD - GEOMATICS D1vIsxon

1043943/1135607 'PAGE 2 ova
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EXHIBIT "B"

Thence Northwesterly, along said curve to the right, having a chord bearing of North 73 o

18' 03" West, a distance of 59.56 feet, a radius of 248.98 feet, and, a central arielle of 13°
44' 24" for an arc distance of 59.71 feet to a point ofcurvature cry a curve concave to the

Southwest, . .

Thence Northwesterly, along said curve to the left, having a chord bearing of North 67°
15° 30" West, a distance of 172.18 feet, a radius of 727.86 feet, and a central angle of 13°
35° 07" for an are distance of 172.58 feet to a point of curvature of a calve concave to 'the
Northeast;

Thence Northwesterly, along said curve to the right having a chord beaming of North 62°
56' 58" »West, a distance of 150.54 fest, a radius of 837.99 feet, and aL central angle of 10°
18' 24" for an are distance of 150.74 feet to a point Of curvature of a curve concave to the

Southwest; I

Thence Nonhwcsterly, along said curve to the left; having a chord bearing of North 61°
14' 34" West, a distance of 88.94 feet, a radius of 364.17 feet, and aL central angle of 14°
Of' 41" for an arc distance of 89.16 feet to a point of curvature of a curve concave to the

Northeast

Thence Northwesterly, along said curve to the right, having a chord bearing of North 59

36' 04" West, a distance of 82.68 feet, a radius of 160.87 feet, and a central angle of 29

46' 58" for an arc distance of 83.62 feet to a point of curvature of a curve concave to the

Southwest

Thence Northwesterly, along said curve to the left, having a chord bearing of North 46

35' 02" West, a distance of 291.92 feet, a radius of 675.72 feet, and a central angle of 24

56' 56" for an arc dimanc8 of 294.24 feet to a point of curvature of a curve concave to the

Northeast

CITY OF SAFPORD -. GEOMATICS DIVISION

10430~1s/2135607
WORK ORDER No' 09-0181
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EXHIBIT ¢¢Bas

Thence Northwesterly, along said curve to the right, having a chord bearing of North 50°
06' 45" West, a distance of 154.39 feet, a radius of 1,294,59 feet, and a central angle of

06° 50' 14" for an arc distance of 154.48 feet to a point of curvature of a curve concave
to the Southwest, .

Thence Northwesterly, along said curve to due left, having a chord bearing of North 85°

53" 24" West, a distance of 116.27 feet, a radius of 87.40 feet, and a central angle of 83°
23' 24" for an arc distance of 127.21 feet,

Thence South 39° 34' 23" West, a distance of 197.30 feet to a point of sun/ature of a
curve concave to the Northwest;

r

Thence Southwesterly, along said curve to the right, having a chord bearing of South 64°

17' 24" West, a distance of 41.62 feet, a radius of 51.38 feet, and a central angle of 47°

47' 16" for an are distance of 42.85 feet,

|-

Thence North 85° 24' 00" West, a distance of 60.61 feet to a point of cu1'va1*LLre of a curve:
concave to the Northeast,

Thence Northwesterly, along said curve tithe right, having a chord bearing of North 36°

38' 44" West, a distance of 70.97 feet, a radius of 53.76 feet, and a .cen'fral angle of 82°

37' 02" for an arc distance of 77.52 feet, .

Thence North 04° 42' 28" East, a distance of 59.23 feet to a point of curvature of a curve

concave to the Southwest

Thence Northwesterly, along said curve to the lai, having a chord bearing' of.No1th 27

34' 28" West, a distance of 70.51 feet, a radius of 104.10 feet, and a central angle of 39

35' 27" frpr an arc distance of 71.93 feet to a point of curvature of a`c1.u've concave to the

Southwest

CITY OF SAFFORD .-. GEOMATICS Dw1SION
I0430-13/2135607

WORK ORDERNOZ 09-0181
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Thence Northwoster1§f, along said ourvt: to die left, having a chord bearing of North 57°

05' 41" West, a distance of 140.61 fee; a radius of 208.76 feet, and a ooutral angle of 39°

21' 45" for 2Ln arc distance of 143.42 feet to 21 point of curvature of a curve concave to the

Northeast;

Thence Nwrilhwesterly, along said curve to the right, having a chord beading of North 57°

55" 34" West, a distance of 61.47 feet, a radius of 81-24 feet, 'and a central angle: of 44°

27' 19" for an arc distance of 63,03 feet, . . .

Thence North, 40° 12° 21 " West, a distance of76.38 feet to a point of<:'urvat"L1re of a curve

concave to the Southwest,

Thence.Nortl1wf:ster1y, along said curve to the left, having a chord healing Qr North 66°

22" 14" West, a distance of 60.64 feet, a radius of 66.96 feet, and a. central 211181e. of 53 o

50' 39" for an arc distance of 62.93 feet to a point of curvature of a curve concave to the

Northeast;

Thence Northwesterly, along said curve to due right, having a chord bearing of North 85°
06' 53" West, a distance of 81.55 feet, a radius of 384.94 feet, and a central 8u181e of 1.2

09" 37" for an arc distance of 81.70 feet to a point of curvature of a curve concave to the

Southwest

Thence Northwesterly, along said curve to the left, having a chord bearing of North 85

27' 18" West, a distance of 99.14 feet, a radius of 701.53 feet, and a central angle of 08

06' 13" for an arc distance of 99.22~ feet to a point of Gl11'vatL1r6 of a curve concave to the

Northeast

Thence Northwesterly, along said curve to the n`.ght, having a chord bearing of North 83

38' 43" West, a distance of I12.93 feet, a radius of 483.08 feet, and a central tangle cf 1. 3

25' 31" for an arc distance of 113.19 feet to a point of curvature of a curve concave to the

Southwesft

CITY o1= SAFFORD - GEOMAT1CS Drvlslon
10420-13/2135607
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EXHIBIT "Br .

Thence Northwesterly, along said curve to the left, having a chord beaming of North 78°

54' 49" West; adistaaoe of 161.39 feet, a radius' of 957.47 feet, and a central angle of 09°

40° 09" for an are distance of 161 58 feet to a point of curvature of a curve concave to the

Northeast;

Thence Northwesterly, along said curve to the delhi, having a chord bearing of North 80°

10' 51" West, a distance of 109.94 feet, a radius of 338.75 feet, and a cenlTal angle of 18°

40' 43" for an arc diiltallce of l 10.43 feet to a point of curvature of a curve concave to the

Southwest,

Thence Northwesterly, along said curve to the left, having a chord bearing of North 74°
30' 26" West, a distance of 212.44 feet, a radius of 2,508.66 feet, and a central angle of

04° 51° 13" for an are distance of 212.51 feet to a point of intersection of mc Higliine
Canal 'Auth the North-South Mid-section line of said Section 20, .

Thence leaving said I-Iighline Canal, South 00° 03' 08" East, along due North-South Mid~

section line of said Sections 20 AND 29, being adjacent to ArizonaS\'ate Highway 191, a

distance of  1,802.19 feet to a point on the City of  Sa1'i*ord's southern City Limit

boundary, 1

Thence along said southern City Limit boundary the following eighteen (18) courses:

Thence South 89° 47' 27" West. a distance of202.49 feet:

Thence Scstrflfm 00° 14' 08" East, a distance of 199.51 feet

Thence South 89° 47' 28" West, a distance of 198.50 feet;

Thence South 00° 14' 12" East, a distance of225.48 feet

Thence South 89° 47' 30" West, a distance of 525.00 feet

'I`li1er.1<:e South 00° 141 10" East, a distance of 371.78 feet

CITY QF SAFFQRD - Geowvrrcs Dmszow
10430_»3m35607

WORK ORDER NO: 09-01 s I
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EXHIBIT "B"

Thence South 89° 55' 45" West, along the North Sixteendl lfnc of said Section 29: a
distance: of 1,704.61 feet,

Thence North 00° 07' 49" West, along the West line of said Section. 29, a distance of

1,317.71 feet,

Thence South 89° 47' 18" West, along the South line of said Section 19, a distance of
2,615.75 feet, .

Thence South 00° 17° 29" East, a distance of 8.88 feet,

Thence North 89: 09" 06" East, a distance of 164.12 feet,

Themes South, 80° 57° 10" East, a distance: of 1,577.26 feet;

Thence Soudl_ 41° 50' 05" West,a distance of 1,426.59 feet;

Thence South 89° 55' 45" West,a distance of 110.00 feet;

Thence Scnuth 00° 10' 25" East, a distance c)f1,322.07feet,

Thence Scnutll 89° 52' 51 " West, along the East--West Mid-section Ma of said Secdou 30
a distance of 1.92711 feet

Thence No1Tll. 00° 06'~ 11" East, along the West Sixteenth line of said Section 30, a
distance of 2589.18 feat

Thence Sou111 89° 47° 58" West, a distance of 1,322.45 feet to a point of intersection of

said southern City Limit' boundary with the City of Stafford's western City Limit

boundary

CITY OP SAFFURD -. GEOMATICS DYVISION
10430,13/1135607

WORK URDER no: 09~018 I
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EXHIBIT "B"

Thence along said western City Limit boundary the following thirteen (13) courses :

Thence North 00: 02' 56" East, being adjacent to Twentieth Avenue, a distance of

3,742.22 fest,

Thence North 65° 41' 15" West, a distance of 1,839.19 feet;

Thence South. 82° 18' 45" West, a distance of 924.50 feet,

Thence Nc:»1'l;b 00° 06° 09" East, along the North-Smith Ivied-section line of said Sections

13 and 24, a distance 0i4,917.39 feet,
I

Thence South 89° 52' 59" East, along the North Sixteendl Me of said Section 13, a

distance of 2>634_80 feet,

Thence North 00° 07' 21" East, along due West line of said Sections '7 and. 18, being
adjacent to Twentieth Avenue, a distance of 3,011.82 feet to a point of `mtersectic)n of

said West line and the South Right~of-Way line of Arizona State Highway 70 being a

curve concave to The Northeast,

Thence Northwesterly along said South Right af-Way line, along Said curve to the ight,

having a chord bearing of North 52° 13' 32" West; a distance of 612.03 feet, a radius of
3,695.58 feet, and a central angle of`09° 29° 59" for an arc distance of 612.73 feet;

Thence leav ing said South Righbof-Way line, North 00° 25' 52" East, a distance of

1,864.49 feet, ,

Thence North 73° 40' 50" East, a distance of 44.93 feet;

Thence North 79° 1.1' 39" East, a distance of 106.30 feet,

Thence North 86° 49" 49" East, a distance of 140.08 feet;

Cary or SAJ=rolu:» - G18o1\4ATI<;s DD/ISION .
10430~13/2135607

WORK ORDERNQ: 09-0181

4 A

PAGE 8 OFF



|

4

*

DOCKET no. E-01749A-09-0185

EXHIBIT "Bas

Thence South 89° 21" 17" East, a distance of 184.00 feet,

Thencfz North 00° 03' 53" East, along the West line of said Sections '1 and 18, a distaruse

of 1,304.25 feet;

Thence leav ing said western City Lot boundary, Nogth-00° 02" 46" East, along the

West line mf said Section 6 a distance.of2,962.02 feet to Nye POINT OF BEGINNING.
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